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2 Effective November 26, 1984, the Secretary 
stopped accepting applications under § 57.314 
because Federal funds are not available for 
this provision.

which is unpaid on the first day of his 
or her service, for each of the first, sec-
ond, and third year of service; and 20 
percent of the total amount of the loan 
plus accrued interest on the loan for 
each complete fourth and fifth year of 
service thereafter, up to 85 percent of 
the total of the loans, plus accrued in-
terest. 

(b) Continuation of provisions for can-
cellation of loans made prior to November 
18, 1971. A person who received one or 
more nursing student loans prior to 
November 18, 1971, may still receive 
cancellation of these loans for service 
under section 836(h) of the Act. The 
regulations set forth in 42 CFR 57.316 
(a) and (b)(6) (1976), as adopted on Feb-
ruary 4, 1974, remain applicable to can-
cellation on this basis. The provisions 
can be found at 39 FR 16473 (May 9, 
1974) and a copy can be obtained by 
writing to the Division of Student As-
sistance, Bureau of Health Professions, 
Room 8–34, Parklawn Building, 5600 
Fishers Lane, Rockville, MD 20857. 

(c) The determination of whether a 
person is entitled to have any portion 
of his or her nursing student loan can-
celed for full-time employment as a 
registered nurse will be made by the in-
stitution to whose fund his or her loan 
is payable, upon receipt and evaluation 
of an application for cancellation from 
that person. 

[50 FR 34434, Aug. 23, 1985, as amended at 56 
FR 13772, Apr. 4, 1991; 57 FR 45735, Oct. 5, 1992; 
61 FR 6123, Feb. 16, 1996]

§ 57.313a Loan cancellation reimburse-
ment. 

In the event that insufficient funds 
are available to the Secretary in any 
fiscal year to enable him or her to pay 
to all schools their proportionate 
shares of all loans and interest can-
celed under this subpart for full-time 
employment as a nurse, death, or dis-
ability: 

(a) Each school will be paid an 
amount bearing the same ratio to the 
total of the funds available for that 
purpose as the principal of loans can-
celed by that school in that fiscal year 
bears to the total principal of loans 
canceled by all schools in that year; 
and 

(b) Any additional amounts to which 
a school is entitled will be paid by the 

Secretary at the time of distribution of 
the assets of the school’s fund under 
section 839 of the Act.

§ 57.314 Repayment of loans made 
after November 17, 1971, for failure 
to complete a program of study. 2

In the event that the Secretary un-
dertakes to repay educational loans 
under section 836(i) of the Act, he or 
she will use the following criteria to 
make a determination as to each appli-
cant’s eligibility: 

(a) An applicant will be considered to 
have failed to complete the course of 
study in nursing for which an eligible 
education loan was made upon certifi-
cation by a school of nursing that the 
individual ceased to be enrolled in the 
school subsequent to November 17, 1971; 

(b) An applicant will be considered to 
be in exceptionally needy cir-
cumstances if, upon comparison of the 
income and other financial resources of 
the applicant with his or her expenses 
and financial obligations, the Sec-
retary determines that repayment of 
the loan would constitute a serious 
economic burden on the applicant. In 
making this determination, the Sec-
retary will take into consideration the 
applicant’s net financial assets, his or 
her potential earning capacity, and the 
relationship of the income available to 
the applicant to the low-income levels 
published annually by the Secretary in 
the FEDERAL REGISTER; 

(c) An applicant will be considered as 
not having resumed his or her nursing 
studies within 2 years following the 
date the individual ceased to be a stu-
dent upon certification so stating from 
the applicant; and 

(d) An applicant will be considered as 
not reasonably expected to resume his 
or her nursing studies within 2 years 
following the date upon which he or 
she terminated these studies, based 
upon consideration of the reasons for 
the applicant’s failure to complete 
these studies, taking into account such 
factors as academic, medical, or finan-
cial difficulties. The Secretary will 
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only repay education loans made after 
November 17, 1971. 

[50 FR 34434, Aug. 23, 1985, as amended at 56 
FR 13772, Apr. 4, 1991; 57 FR 45735, Oct. 5, 1992; 
61 FR 6123, Feb. 16, 1996]

§ 57.315 Records, reports, inspection, 
and audit. 

(a) Records and reports. (1) Each Fed-
eral capital contribution and Federal 
capital loan is subject to the condition 
that the school must maintain those 
records and file with the Secretary 
those reports relating to the operation 
of its nursing student loan funds as the 
Secretary may find necessary to carry 
out the purposes of the Act and these 
regulations. A school must submit re-
quired reports to the Secretary within 
45 days of the close of the reporting pe-
riod. 

(i) A school which fails to submit a 
required report for its Federal capital 
contribution fund within 45 days of the 
close of the reporting period: 

(A) Shall be prohibited from receiv-
ing new Federal capital contributions; 

(B) Must place the revolving fund and 
all subsequent collections in an insured 
interest-bearing account; and 

(C) May make no loan disbursements. 

The above restrictions apply until the 
Secretary determines that the school is 
in compliance with the reporting re-
quirement. 

(ii) A school that fails to submit a 
complete report within 6 months of the 
close of the reporting period will be 
subject to termination. The Secretary 
will provide the school with a written 
notice specifying his or her intention 
to terminate the school’s participation 
in the program and stating that the 
school may request, within 30 days of 
the receipt of this notice, a formal 
hearing. If the school requests a hear-
ing, it must within 90 days of the re-
ceipt of the notice, submit material, 
factual issues in dispute to dem-
onstrate that there is cause for a hear-
ing. These issues must be both sub-
stantive and relevant. The hearing will 
be held in the Washington, DC metro-
politan area. The Secretary will deny a 
hearing if: 

(A) The request for a hearing is un-
timely (ie., fails to meet the 30-day re-
quirement); 

(B) The school does not provide a 
statement of material, factual issues in 
dispute within the 90-day required pe-
riod; or 

(C) The statement of factual issues in 
dispute is frivolous or inconsequential. 

In the event that the Secretary denies 
a hearing, the Secretary will send a 
written denial to the school setting 
forth the reasons for denial. If a hear-
ing is denied, or if as a result of the 
hearing, termination is still deter-
mined to be necessary, the school will 
be terminated from participation in 
the program and will be required to re-
turn the Federal share of the revolving 
fund to the Department. A school ter-
minated for failure to submit a com-
plete report within 6 months of the 
close of the reporting period must con-
tinue to pursue collections and may re-
apply for participation in the program 
once it has submitted the overdue re-
port. 

(2) The following student records 
must be retained by the school for 5 
years after the individual student 
ceases to be a full-time or half-time 
student: 

(i) Approved student applications for 
nursing student loans; 

(ii) Documentation of the financial 
need of applicants; and 

(iii) Copy of financial aid transcripts. 
(3) The following repayment records 

for each individual borrower must be 
retained for at least 5 years from the 
date of retirement of a loan: 

(i) The amount and date of each loan; 
(ii) The amount and date of each pay-

ment or cancellation; 
(iii) Records of periods of deferment; 
(iv) Date, nature, and result of each 

contract with the borrower or proper 
endorser in the collection of an overdue 
loan; 

(v) Copies of all correspondence to or 
from the borrower and endorser; 

(vi) Copies of all correspondence with 
a collection agency related to the indi-
vidual borrower; 

(vii) Copies of all correspondence 
with a credit bureau related to an indi-
vidual borrower; and 

(viii) Copies of all correspondence re-
lating to uncollectible loans which 
have been written off by the Federal 
Government or repaid by the school. 
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